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1. Introduction 
Investment decision behavior has been incorporated into human psychology. Human psychology triggers well when 
there is a number of financial investment opportunities are available. Therefore, financial opportunities may involve 
but not limited to buying and selling of financial products with a vital purpose to make a profit (Diliberto, 2006; 
Mudholkar, 2007; Pompian, 2008). The primary objective of the investment decision making is to gain optimal 
income by minimized opportunity loss. Nevertheless, the probability of loss increase when the investor has many 
options to invest (Jabbarova, 2016). So, the investment decision is a problem when the market is not fully disclosed 
and asymmetric and investor tries to use many disclosed information to avoid this situation.  
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Asymmetric information prevails in the financial market which effects the investor behavior (Chandra & Kumar, 
2011). Along with, numerous financial product and complicities in the financial market which increased 
complication for an investor in clicking the right decision (Lovric, Kayman, & Spronk, 2008; Sjöberg & Engelberg, 
2006).  In this regard, Web disclosure helps the investor for selecting the optimal choice (Cormier, Aerts, 
LEDOUX, & Magnan, 2010) and it also affects the earning depend on nature of disclosed information (Cormier, 
Ledoux, & Magnan, 2009). Financial crisis can be tackled if the firm discloses the proper risky information on time 
(Jorion, 2002). Furthermore, disclosed information creates a helping bridge for an investor to understand 
relationship gap between market information and financial statement (Aerts, Cormier, & Magnan, 2007; Amir & 
Lev, 1996; Lev & Zarowin, 1999).  
 
The objective of this study to explore the mediation effect on the relationship between paradox of choices, investor 
experience, financial literacy and investment decision making. This study will create novelty in different ways: 
first, prior researchers have been studied the human psychology with investment decision making perspectives 
(Charles & Kasilingam, 2013 investor has a wide array of investment opportunity (Mottola & Utkus, 2003), called 
the paradox of choices. Although investor has many options he selects only a few preferable options, the paradox of 
choice recommends that always, it could not be true. Additionally, many options provide the investor to make a 
better decision. While extensive options may overload the investor choice validate to be demotivated and leading to 
“decision paralysis” (Iyengar & Lepper, 2000). Particularly, psychological literature regarding the paradox of 
choice phenomenon base on decision-making behavior. If an investor has experience and financial knowledge then 
he can select a better choice. Many preferences may be less when experienced and financial knowledgeable 
investor performs a task (Connolly & Ordóñez, 2003; J. F. Smith & Kida, 1991).  
 
Second, Web disclosure helps in the paradox of choice phenomenon to make the investment decision. Investor 
experience and financial knowledge help the investor to understand web disclosure and also investment decision 
making (Slovic, Finucane, Peters, & MacGregor, 2002). Third, The Chinese economy has become the second 
largest economy in the world (Barboza, 2010). By the continuous growth, it was started the development of their 
capital markets in 1990 while it became the world second largest market in 2014 (Carpenter & Whitelaw, 2017).  
 
The findings of the study validate the direct relationship of the paradox of choice, investor experience, and financial 
literacy with investment decision making. The imperial findings have also confirmed that web disclosure act as a 
mediator on the relationship between the paradox of choice, investment experience, financial literacy and 
investment decision making. The recent study contributes to present literature on numerous aspects. First, according 
to our best knowledge, none of the study used before web disclosure as a mediator on the relationship between the 
paradox of choice and investment decision making. Second, this study extends the behavioral finance literature by 
using the paradox of choices in the Chinese context. Third, this study also contributes to the heuristic investor 
decision-making theory. 
 
2. Literature review 
Investment decision includes the commitment of outflow in the form of capital to obtain cash inflow and benefits in 
the future (Adair, Berry, & McGreal, 1994). In the past, many research scholars have been attracted in decision 
making due to its complexities and future results (March, 1994). Decision making is considered as an integral part 
of the managerial level and organization research (Chia, 1994; Yu & Chen, 2010) and optimal allocation of 
resources among available opportunity is a major part of investment decision making. Therefore, investment 
decision making based on serval key elements like the paradox of choice, financial literacy, investor experience and 
disclosed information, etc. The idea paradox has been become considered by management and organization 
research committee (Bloodgood & Chae, 2010; Fredberg, 2014; W. K. Smith & Lewis, 2011). The paradox of 
choice helps the investor to get a deep understanding of investment opportunities. The paradox of choice is a game 
theory (Moore, 1994) it might be possible that selected opportunity will not a grantee of optimal choose in future 
but it still best opportunity among available options (Simon, 1965). 
 
The paradox of choice phenomenon plays a significant role in investment decision making and prior studies have 
been discussed in different perspectives. Iyengar and Lepper (2000) discussed that in the presence of more options 
investors lose their decision-making ability. Moreover, Sethi-Iyengar, Huberman, and Jiang (2004)  suggest that 
many options adversely effect on preferences. Kempf and Ruenzi (2006) argued that when an investor has more 
options then he becomes the status quo. Prior research findings suggest that more option adversely effect on the 
preferences and also increase the probability of the delay decision making (Chernev, 2003).  
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In this regard, Investor experience is a key element to access the optimal preference to get the desired result in the 
future (Schwartz, 2004a, 2004b, 2005). Investor experience and financial knowledge support to understand and 
select investment alternatives (Chernev, 2003). Prior studies have explained that investment decision making may 
be affected if the investor has no practical investment experience. Sethi-Iyengar et al. (2004) the study recommends 
that individual experience help to select the preferences. The error occurs in available opportunity due to the 
reasoning process (Edwards, 1983). Phillips and Edwards (1966) suggests that human can perform better with a 
familiar task. J. F. Smith and Kida (1991) stated that when professionals perform the same task they perform better 
than a new task.  
 
Although investor experience assists the investor in the investment decision-making process however, the investor 
cannot understand the financial terminology without financial knowledge. Financial knowledge is necessary 
because of the increase in new financial product and economic condition. So, financial literacy increases 
understanding of the available options along with it also decrease the investment options by limiting the optimal 
opportunity (Kida, Moreno, & Smith, 2010; Lusardi & Mitchell, 2007a, 2007b). The investor can get a good rate of 
return on investment with financial literacy and incentive to increase financial literacy mean an increase in financial 
knowledge and saving (Jappelli & Padula, 2013). 
 
Financial literacy impacts financial decision-making and makes it more affected (Howlett, Kees, & Kemp, 2008). 
An investor with less financial knowledge is less likely to invest in a financial market like the stock market and 
financial knowledge is a positive impact on investment behavior (Mouna & Anis, 2017). Hathaway and Khatiwada 
(2008) argued that financial literacy improved the investment decision making and affects the investor behavior as 
a result investor can get more cash inflow in the future by investing in optimal assets (Abreu & Mendes, 2010). 
Chen and Volpe (1998) suggests that investor with a high level of financial knowledge perform a better saving and 
investment decision. Along with, financial literacy pushes the investor to enter into complex commodity market to 
get the benefit (Hsiao & Tsai, 2018). The study of Hassan Al-Tamimi and Anood Bin Kalli (2009) states that 
financial literacy has a direct positive relationship with investment decision process (Aren & Zengin, 2016). 
Moreover, if investor financial literacy is high then he preferred to invest in equity market less likely go for deposit. 
Although, the paradox of choice, Investor experience and financial literacy important elements for investment 
decision making but their fundamental role can be enhanced by available web disclosed transparent information 
(Lee & Joseph, 2013). Valentinetti, Rea, and Basile (2016) suggests that several factors of financial disclosure 
because if the investor has web disclosed information with above mention skills then the investor can make a quick 
decision by understanding the financial terminology and experience (Hillenbrand & Schmelzer, 2017). Prior studies 
suggest that firms who preferred web disclosure, they enjoyed the greater benefit and this information is also 
helpful for an investor in decision making (Gandia, 2011; Saxton & Guo, 2011; Saxton, Kuo, & Ho, 2012). 
 
Web information is disclosed in three types categorical, semantic and feature information (Hartmann, Ma, & 
Vechsamutvaree, 2016; Wong et al., 2017). Cardoso, Leite, and de Aquino (2016) argued that web disclosure is the 
best way to disclose the information. It provides direct information, there is no need for intermediaries to collect the 
information (Lymer, 1999). Web disclosure is a versatile way of communication between manager and investor. 
Information on the web consists of the investor and financial statement related information (Ashbaugh, Johnstone, 
& Warfield, 1999; Debreceny, Gray, & Rahman, 2002).  
 
The goal of this study is to bring in a discussion about the paradox of choice, investor experience, and Heuristic 
theory suggests that how individual investor behavior  affects the investment decision-making process (Lucey & 
Dowling, 2005). We proposed a hypothesis in the light of the above discussion investor financial literacy affect the 
investment decision making as a mediating role of web disclosure. The and heuristic theory. 
 
H1 (a) - Paradox of Choice has a positive effect on the investment decision-making process. 
H1 (b) - Investor experience has a positive effect on the investment decision-making process. 
H1 (c) - Investor financial literacy has a positive effect on the investment decision-making process. 
H2 (a): Web disclosure has a mediating effect on the relationship between the paradox of choice and investment 
decision-making process.     
H2 (b): Web disclosure has a mediating effect on the relationship between investor experience and investment 
decision-making process. 
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H2 (c): Web disclosure has a mediating effect on the relationship between investor financial literacy and 
investment decision-making process. 
 
3. Research Methodology 
Data were collected from three various methods, telephone, personal and email from October to December 2017. 
The respondents for the recent study were randomly selected from Beijing while they have an investment in 
Chinese security companies. The questionnaire was prepared in dual languages, English and Chinese. We followed 
(Baloch, Meng, Xu, Cepeda-Carrion, & Bari, 2017; Cohen & Diamant, 2017) study for translation and discussion. 
We hired the four bilingual experts of which three were a bilingual financial expert and one was the professional 
translator. We discussed the survey instrument with two bilingual financial experts. They translated the 
questionnaire from the original language to the Chinese language. Further, transferred the questionnaire to the third 
expert. The survey instrument was reviewed by the third expert. The discrepancies were found and forwarded to a 
language expert. All the discrepancies were removed and approved the survey instrument. Further, the 300 
respondents were targeted for this study while 200 respondents gave the response. The response rate was 67% .The 
partial least square method is used for data analysis. It is based on structure equational model (Henseler, 2017). 
This study prefers PLS over the regression models due to the following causes. First, it provides a more robust 
result and has fewer identifications issues and it also provides better results in a complex problem. Second, a recent 
study sample is small (Henseler, 2017). Third, PLS has an appropriate measure when the model has an indicator (< 
6) and study sample (>100) (Hair, Hult, Ringle, Sarstedt, & Thiele, 2017). The recent study contains the less than 
six indicators and sample size contain the two hundred respondents. 
 
4. Results 
 
 
Table1 shows that the items having the loading value greater than 0.7 fulfill the requirements of the reliability test. 
Some items having the loading value close to 0.7, therefore the researcher has to take a decision to include or 
exclude them for the scale’s content validity. Furthermore, all dimensions and constructs pass the criterion of 
construct validity as their composite reliabilities (CR) are above the threshold value of 0.7. Moreover, table 1 shows 
that the constructs and dimensions having an average variance extracted (AVE) value greater than 0.5 level or near 
to 0.5 level pass the convergent validity test. 
 
Table 2 depicts the discriminant validity test results which show that all the constructs passes the discriminant 
validity test as their HTMT90 and Fornell-Larcker values are within range. All the variables are having HTMT 
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value less than 0.85 and their Fornell-Larcker criteria show that the square root of AVE value of each construct is 
higher than the other constructs’ correlation values. These results confirmed that the model passes the discriminant 
validity (Henseler, Ringle, & Sarstedt, 2015). 
 
                                                                                              
 Figure 1 
 
4.1 The Structural model 
The structural assessment of the two models is shown in figure 2 and the main parameters of the structural 
assessment are given in table 3. It is evident from the values of the total effect coefficients c1 (POC), c2 (IE) and c3 
(FL) that there are a significant total effect of these variables (POC, IE, and FL) on IDM (see Model 1). 
 
Whereas the direct effects c1′ (POC), c2 ′ (IE) and c3′ (FL) on IDM are significant but shows a decreasing trend 
when WD is introduced in the analysis. Moreover, the regression coefficients a1, a2, a3, and b are significant. 
Therefore, the decreasing trend of direct effects c1′ (POC), c2 ′ (IE) and c3′ (FL) and significant values of 
regression coefficients (a1, a2, a3 and b) leads to the conclusion that WD acts as a mediator between POC and 
IDM; IE and IDM; FL and IDM. Therefore, the hypothesis of this study H2-a, H2-b and H2-c are accepted and web 
disclosure (WD) role as a mediator is established in this study.  However, the significance of (a1 × b) (a2 × b) (a3 × 
b) significance is yet to be tested for mediation (Hayes, 2009).To test the above-mentioned condition, SmartPLS is 
used for obtaining the indirect effects which turned out to be significant (Table 4). These results support the H2-a, 
H2-b and H2-c hypotheses. Thus, the study established partial mediation of WD between POC and IDM, IE and 
IDM, FL and IDM due to the facts that both the direct coefficients (c1, c2 and c3) and indirect coefficients ((a1 × b) 
(a2 × b) and (a3 × b) are significant (Baron & Kenny, 1986). Furthermore, to support the results more, this study 
calculates the standardized root mean square (SRMR). The SRMR discrepancy between the model implied 
correlations and the observed correlations for the two models (direct effect model and indirect effect model) as 
mentioned in (DeFond, Wong, & Li, 1999) Following the footsteps of (DeFond et al., 1999), present study 
calculates the SRMR of composite factor model. As the SRMR (Model 1) turned out to be 0.054 for the composite 
factor model, which is well below the threshold value of 0.07 so the appropriate fit is assumed (DeFond et al., 
1999). Whereas, the SRMR (Model 2) is turned out to be 0.07 for the composite factor model which is still better. 
Table 2 
Measurement model. Discriminant validity. 
Fornell-Larcker Criterion Heterotrait–monotrait ratio (HTMT) 
  FL IDM IE POC WD  FL IDM IE POC WD 
FL 0.852       
    
IDM 0.581*** 0.753     0.644 
    
IE 0.479*** 0.484*** 0.814    0.542 0.575  
  
POC 0.518*** 0.432*** 0.410*** 0.817   0.572 0.505 0.484  
 
WD 0.616*** 0.495*** 0.505*** 0.520*** 0.830  0.697 0.567 0.583 0.575 
 
Notes: FL = Financial Literacy; IDM = Investment decision making; IE = Investor experience; POC = Paradox of 
choice; WD = Web disclosure; ***p < 0.01 
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These results lead to the conclusion that web disclosure acts as a mediator between POC and IDM, IE and IDM, FL 
and IDM. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2 
 
Table 3 
 
Table 4 
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5 Discussion and conclusion 
The recent study finds the relationship between the paradox of choice, investor experience, and financial literacy 
and investment decision making by examining the web disclosure as a mediating role. Numerous studies have been 
used in different variables with investment decision making. Nevertheless, investment decision-making problem 
remains unsolved whether web disclosure has more indirect effect brought through the paradox of choice, investor 
experience, and financial literacy. 
 
First, the recent study findings reveal that paradox of choice, investor experience, and financial literacy have a 
significant positive relationship with investment decision making. Second, web disclosure act as a mediating role in 
the relationship between paradoxes of choice, investor experience and financial literacy with investment decision 
making. Our direct relationship findings are in line with (Abreu & Mendes, 2010; Chernev, 2003; Kida et al., 
2010). Our web disclosure findings are also consistent with Cormier et al. (2010) and Cormier et al. (2009), they 
reported that  Web disclosure helps the investor for selecting the optimal choice and it also affects the earning 
depend on nature of disclosed information. These findings lead to the conclusion that web disclosure helps the 
investor to decide to invest through the paradox of choice, investor experience, and financial literacy.  
 
The recent study contributes to present literature on numerous aspects. First, according to our best knowledge, none 
of the study used before web disclosure as a mediator on the relationship between the paradox of choice and 
investment decision making. Second, this study extends the behavioral finance literature by using the paradox of 
choices in the Chinese context. Third, this study also contributes to the heuristic investor decision-making theory 
for web disclosure context. The findings of the study would be supportive of an investor, capital market policy 
maker. 
 
The novel findings suggest that the Chinese policymaker make those policies which enforce the business firms, 
institutions and government bodies to disclose periodic information on web timely and frequently. The recent study 
has a few limitations. First, this study focuses on security company investor and ignore the other investor which 
have an investment in banks and financial institutions. Second, this study uses web disclosure as a mediator and 
ignore the types of web disclosure. The recent study opens the broad avenue for future researchers of the following 
ways. First, the researcher would check this novel model in the international setting. Second, the researcher would 
be added some other variable which makes more efficient decision to invest. 
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